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Need for Study of Practical 


Economic Problems Urged* 
By ROBERT D. CALKINS 


President, The Brookings Institution 

[ should like on this occasion to discuss three related 
propositions which will. or should, be of distinct concern 
to directors of university bureaus of business and economic 
research: (1) that research on problems drawn from the 
realm of business and economic affairs is in a primitive 
state. and that we need to get on with the development of 
research in this field: (2) that there are major opportuni- 
ties to make important contributions both to knowledge 
and to the resolution of practical problems by studying the 
economic problems which events 
cast up for solution: (3) that uni- 
versity bureaus of business and eco- 
nomic research have before them 


No. 4 


Functions of Small Business 
Administration Outlined 


By WENDELL B. BARNES 
Administrator, U.S. Small Business Administration 

It is gratifying to report that small business is enjoving 
excellent health today. That means that a broad segment of 
the business world is succeeding and making profits! 

Why is this happening all over America? We are at 
peace. For the first time in years we are living and working 
in a normal, peacetime climate of orderly and flourishing 
commerce. 

How does the Small Business Administration help in 
the advancement of the interests of small firms? The Ad- 

ministration in Washington has 
demonstrated deep interest in the 
problems of small business since the 


great opportunities to become 
training centers for research and 
adjuncts to graduate training in 
business and economics. 

The scope of these propositions 
presents a large assignment for a 
brief talk, but frankly I would 
rather provoke your thinking than 
resolve your doubts. | would rather 
stir you to take a larger view of this 
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Congress. upon the recommenda- 
tion of President Eisenhower, cre- 
ated this agency by enacting the 
Small Business Act of 1953. Here 
in part is what the Congress had 
to say in spelling out our responsi- 
bilities: 

“The essence of the Ainerican 
economic system of private enter- 
prise is free competition. Only 
through full and free competition 


field than stir you to hasty action. 
Your own views and those of your 
associates will determine whether 
or not the suggestions here proposed are valid and ac- 
ceptable, and should be translated into action. My only) 
plea is that we all consider the large canvas on which we 
work. and ask ourselves whether our contributions ade- 
quately reflect the needs of society. My own view is that 
we could do very much more, and do it more effectively, if 
only we had a better understanding of what we are trying 
to do and if we devoted more attention to how to do it. 
When I speak of research on the problems of business 
and economic affairs. | mean research that is undertaken 
for the purpose of contributing toward informed and ra- 
tional decisions by those charged with the responsibility 
for the conduct of business and economic affairs. The 
term “policy research” has come in recent years to compre- 
hend much of this sort of research. The term, however, is 
not broad enough to cover research on the many types of 
nonpolicy issues which arise for decision. Its use has un- 
fortunately created a prejudicial preference for policy 
issues. and put the treatment of other problems in a place 
of less importance. Unless the term policy research is 
stretched unreasonably, it excludes many problems of or- 
ganization, problems of procedure, problems of finding out 
what is being done or what existing conditions are, and 
numerous other problems for which research is increasing- 
(Continued on page 3) 
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can free markets. free entry into 

business, and opportunities for the 

expression and growth of personal 
initiative and individual judgment be assured. The preser- 
vation and expansion of such competition is basic not only 
to the economic well-being but to the security of this Na- 
tion. Such security and well-being cannot be realized unless 
the actual and potential capacity of small business is en- 
couraged and developed. 

“It is the declared policy of the Congress that the Gov- 
ernment should aid, counsel, assist. and protect insofar as 
is possible the interests of small-business concerns in order 
to preserve free competitive enterprise, to insure that a fair 
proportion of the total purchases and contracts for supplies 
and services for the Government be placed with small- 
business enterprises, and to maintain and strengthen the 
overall economy of the Nation.” 

The Small Business Administration is a 100 per cent serv- 
ice agency of the government. It issues no orders or regula- 
tions. Its job is to serve small businesses. The SBA is the 
first peacetime independent agency ever established with 
the sole responsibility of advising. assisting, and encourag- 
ing small business enterprises. 

Of course, it is not the only agency or branch of the 
Federal government which is genuinely interested in help- 
ing to solve the problems of small firms. The various com- 
mittees of the Congress, the Department of Defense, the 
General Services Administration, the Department of Com- 
merce, the Department of Justice, the Federal Trade Com- 
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Functions of Small Business 
Administration Outlined 


(Continued from page 1) 
mission, the Securities and Exchange Commission, the 
Treasury Department, and other Federal establishments are 
also helping small business in many ways. 

Our agency has 37 field offices. We have about 750 em- 
ployees. Many small firms in Oregon are finding the facili- 
ties of our headquarters in Portland at 520 S.W. Morrison 
Street of assistance in the solution of many of their prob- 
lems. John G. Barnett, our manager, and his staff are al- 
ways ready to be of help to those seeking information and 
business counsel, 

The Small Business Administration has four principal 
responsibilities: (1) to help small firms gain access to ade- 
quate credit on reasonable terms; (2) to help them obtain 
a fair share of the government’s orders and contracts: 
(3) to assist them with their management and technical 
production problems; (4) to provide financial assistance 
for owners of homes and businesses which have been dam- 
aged or totally destroyed by natural disasters such as hur- 
ricanes and floods. 

The SBA’s business loans to any one borrower are lim- 
ited in amount by law. This limitation applies both to a 
direct agency loan and to the agency’s share of a loan made 
in participation with a private lending source. An excep- 
tion is a loan made to a corporation formed and capitalized 
by a group of small firms for the purpose of producing or 
obtaining raw materials. In these cases, the maximum loan 
is $250,000 multiplied by the number of small firms which 
have formed and capitalized the corporation. 

In the business loans program, the SBA works closely 
with local banks, and this type of cooperation has been 
successful. So far, the agency has approved 2,533 business 
loans, totaling $125,740,000 to aid small firms. About 
two-thirds of these loans have been made in participation 
with private lending institutions. To emphasize that the 
Small Busines Administration in no way competes with 
private enterprise, | would like to point out that we sell 
some of our loans to banks and other lending institutions 
on exactly the terms upon which the SBA made the loans. 

In its approach to the financial and other problems of 
small business, the Small Business Administration strives 
to be humane, considerate, and sympathetic. This is the 
pattern of conduct established for the government by 
President Eisenhower himself. As the President has said, in 
describing the philosophy of his Administration: “This 
Administration is committed to a program of progressive 
moderation, liberal in its human concerns, conservative in 
its economic proposals, constructively dynamic and opti- 
mistic in its appraisal of the future.” 
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President Eisenhower, in an Economic Report to the 
Congress, said: “The continuance of small and medium 
size businesses, and their ability to prosper and grow, are 
vital to the Nation’s welfare... When the Government 
helps smaller concerns to overcome some of their hin- 
drances to their growth, it is acting in the interests of the 
whole community.” 

In his recent Budget Message, the President said: 
“Through the Small Business Administration, we shall 
continue to help small business concerns obtain access to 
adequate financing, to a fair share of government pro- 
curement, and to competent counsel on management, pro- 
duction, and marketing problems.” 

The Small Business Administration recently introduced 
a new form of loan called the limited loan participation 
plan. It is tailored to the needs of the very smallest business 
establishments, such as retail hardware stores, drug stores, 
laundries, grocery stores, small manufacturers and other 
industrial plants. There is a very broad field for these 
loans. In all of these loans the banks must put up at least 
25 per cent and the loans can run for five years at 6 per 
cent interest. The purpose of the new bank-SBA loans is 
to enable small firms to obtain capital for permanent im- 
provements such as a new store front or new fixtures, a 
parking lot, or a second store. To finance such growth the 
small firms must obtain loans spread over a longer period 
than the usual commercial loans. There has been a great 
response to this new lending program. Banks are cooper- 
ating because these loans reach an area in which Federal 
assistance is warranted. 

The overall objective of our lending program is not 
merely to help the proprietor of a small firm get a single 
loan that he needs, although that is important. The objec- 
tive is to help the proprietors of small firms establish lines 
of permanent credit in their home towns. That is the 
reason for the stress on bank-participation loans. 

A substantial portion of the SBA’s business loans, about 
20 per cent, have been made to firms closely related to agri- 
culture. Typical examples of concerns which have bene- 
fited are grain elevators, seed processors, dairies and milk 
processors, food-freezer operators, poultry processors, and 
similar enterprises. 

The work of the Small Business Administration in assist- 
ing victims of natural disasters is one of our most important 
responsibilities. We are providing funds for rehabilitation 
of homes and businesses in the disastrous floods which 
recently wrought havoc in northern California, western 
Nevada, and the Willamette River Valley. 

The Small Business Administration has accomplished 
much for small businesses in their efforts to obtain a fair 
share of government purchases. The SBA has “joint deter- 
mination” agreements with the Department of Defense, 
the General Services Administration, the Veterans Ad- 
ministration, and the Department of Agriculture. SBA is 
now conferring with other departments and agencies with 
a view to making similar agreements. 

Under the joint-determination program, when the De- 
partment of Defense, for example, decides to buy certain 
items, representatives of the Department of Defense and of 
the Small Business Administration examine the proposed 
purchase and determine the part of it which small busi- 
nesses can provide. By joint determination this part is 
set aside for exclusive biddng by small firms. The standard 
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of the Department of Defense for a small firm is any con- 
cern with fewer than 500 employees. (Incidentally, a more 
comprehensive definition of small business is now nearing 
formulation by the Small Business Administration. Under 
the joint determination programs, more than $875 million 
in proposed government purchases have already been set 
aside for exclusive award to small firms. 

The value of SBA management aid is not so easily meas- 
ured as are its financial assistance and procurement. A 
survey by Dun and Bradstreet showed that 86 per cent of 
the failures in business are due to managerial shortcomings. 
SBA is doing for the smaller firms what the Department of 
Agriculture has done for many generations of farmers— 
specializing in their peculiar problems and disseminating 
knowledge to help in solving them. 

The SBA issues leaflets and booklets on the problems of 
small business and gives pointers on how to solve them. 
These publications cover a very wide range of subjects. 
such as accounting, how to prepare a balance sheet. how 
to package, sell, and advertise. Some of these publications 
are sold by the Government Printing Office at nominal 
prices, 15 cents, 25 cents, or 35 cents: nearly all of them 
are written by authorities in specialized fields. Many 
thousands of these publications have been distributed upon 
request and many thousands have been bought through 
the office of the Government's Superintendent of Docu- 
ments. 

Also for the dissemination of knowledge. SBA is co- 
sponsoring courses in leading colleges and universities for 
proprietors and executives of small businesses. During the 
current school year, for example, the Agency is co-sponsor- 
ing some 90 courses in about 70 educational institutions. 
The types of courses vary from clinics and seminars to 
straight lecture courses. 

This program is largely educational, designed to help a 
businessman fill in the gaps in his knowledge and experi- 
ence, acquire a better grasp of overall business administra- 
tion. and become a more capable executive. 


Need for Study of Practical 
Economic Problems Urged 


(Continued from page 1) 

ly necessary. The term “research for decision making” or 
“research for the guidance of action” would more accurate- 
ly indicate the wide-range issues in this field of research 
interest. But none of these terms are wholly satisfactory. 
In these remarks I shall use the abbreviated term, “problem 
research,” to include any type of research that is under- 
taken to facilitate the disposition of specific problems that 
arise in the conduct of economic affairs in private or public 
life. This means research undertaken to aid the decision 
making of public officials, legislative bodies, business and 
other executives, and the general public. 

Let us examine first the proposition that research on 
business and economic affairs is in a primitive state. In 
making this assertion | do not want to imply that important 
research contributions have not been made and are not 
being made to the conduct of economic affairs. Distinct 
advances have occurred in the availability and reliability 
of essential data. Advances have been made in methods of 
analysis, in the body of useful theory, and in our compre- 
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hension of public policy. A good deal has been learned 
about the facts and process of business. The Employment 
Act of 1946 and the machinery it created in the form of 
the Council of Economic Advisers and the Joint Committee 
on the Economic Report have certainly done much to ad- 
vance the consideration of public policy problems in aca- 
demic circles and among the public at large. We are 
moving in the right direction, but at a painfully slow rate 
in view of the job to be done. 

Research in this field is in a primitive state mainly be- 
cause our current conceptions of research are inadequate 
and misleading. and we have not made a sufficient effort 
to perfect our research approach to practical problems. 

Let me cite a few examples to indicate why I think our 
conceptions are inadequate or misleading. For the most 
part we still accept the nineteenth-century notion that 
economics falls into two parts: a positive science that ex- 
plains what is. and a normative science that indicates 
what ought to be. There is no room in such categories for 
the vast amount of economic analysis that must be made 
on particular problems before informed, rational choices 
can be reached. If one explores the possible consequences 
of a proposed policy. he is not contributing to the positive 
science of economics. nor is he necessarily contributing 
to the normative science. And yet he may be contributing 
significantly to the literature and to public policy. The 
fault is in our categories. 

Again let us note too that we usually classify research 
as “fundamental” or “applied.” But these are ambiguous 
and unsatisfactory terms. What is fundamental and what 
is not is usually debatable. because the term lacks pre- 
cision. Research that is fundamental at one stage of ap- 
plication may be regarded as applied at another. 

But more serious perhaps is the confusion created by 
the common practice of regarding applied research as 
something hurried, ephemeral, and probably superficial. 
In academic circles. the labeling of an activity as “ap- 
plied” is frequently sufficient to outlaw it entirely. The 
literature is strangely devoid of explanations of what is 
meant by “application.”” How do we apply economic prin- 
ciples or economic knowledge? This is rarely explained. 
Of what does the process consist? It is my contention that 
the process often requires a type of research—a neglected 
type of research—that is of growing importance in mod- 
ern society. It is commonly supposed that research on 
practical problems is merely applied research: but it is 
my contention that research on practical problems may 
lead to new conceptions, new data. or new theory as 
fundamental as any achieved through other research ac- 
tivities. Consequently, I find the terms “fundamental” 
and “applied” as used to classify research to be more con- 
fusing than helpful. 

We should recognize. however. that there has been 
some basis for the implications attached to “applied” re- 
search. When problems awaiting decision are too long 
neglected, the research on them necessarily tends to be 
hurried and improvised, since there is no time to re- 
examine prevailing assumptions. A good deal of work in 
government has been of this character. One of the chief 
complaints of economists in government and business is 
that they have no opportunity to question or examine po- 
sitions and assumptions which politicians and business- 
men take for granted. There is also the charge that re- 
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search on political problems must too often make con- 
cessions to politics. Again, it is alleged that research is 
too often used to improvise a rational defense of policies 
or actions already determined upon by those in official 
positions. These practices are abuses of research that 
should be recognized as such. They arise in part because 
the role of research in this field is so ill-defined and he- 
cause responsible professional practices are not estab- 
lished. The existence of such abuses is further reason why 
the profession must get on with the development of meth- 
ods in this area of investigation. Until valid practices are 
established there is no adequate defense against the abuse 
of research and research workers. 

Another view that has discouraged problem research 
is the notion that to do work in this field requires the 
making of recommendations. which obliges the scholar to 
make value judgments. To recommend a particular course 
of action does unquestionably require the exercise of a 
value judgment. But the problem is not that simple. The 
scholar could certainly present an impartial analysis of 
the two or three most promising alternatives: he could 
set forth their anticipated consequences under specified 
conditions: he could then leave the choice to those who 
must decide. Or the investigator may review the alterna- 
tives and their consequences and then review the alterna- 
tive objectives and criteria by which a choice may be 
made, and leave the matter for decision. Or the scholar. 
after reviewing the options. and the basis for choice. 
could express his own recommendations with a full ac- 
count of his reasons for the choice. Any of these courses 
would be legitimate and helpful. They would not require 
the scholar to decide for others. but only to clarify the 
basis on which others must decide. with or without the 
scholars judgment expressed. 

In this connection there is one pernicious practice which 
has helped to becloud the issue of impartiality. There are 
those who believe than an impartial presentation is at- 
tained by presenting a recommendation and then giving the 
pros and cons. This poses the issue as though it were a mat- 
ter of accepting or rejecting a single proposal. But the 
choice rarely lies between adopting a particular course of 
action or none at all. Instead the choice typically lies be- 
tween several different alternative courses of action. The 
only impartial way to present an analysis of such a problem 
is to review the alternatives, their consequences. and the 
basis for choice. Then, if the investigator wishes to carry 
the analysis further, he may review the pros and cons of 
each alternative. In this way he can inform those respon- 
sible for action and remain impartial himself. 

In addition to the foregoing conceptions and attitudes 
which have retarded problem research, there have been 
two other impediments. The first has been the remoteness 
of the academic scholar from the world of affairs. In conse- 
quence the scholar often has an imperfect and unrealistic 
view of what the problems and issues are. It is to be hoped 
that the growth of conferences and other contacts between 
scholars and men of affairs may help to give investigators 
a better grasp of the emerging problems on which research 
will be needed. It is important that the problems be fore- 
seen in ample time to permit the research that is necessary. 
To this end we at the Brookings Institution hope to hold 
occasional conferences to explore emerging problems with 
scholars and men of affairs. 
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A further impediment exists in the tradition of individual 
scholarship which prevails in the social sciences. As the 
social sciences have become more and more specialized, 
the problems of the world have expanded so as to require 
the assistance of more and more specialists. To meet the re- 
quirements of individual scholarship, real problems must 
be so fragmented that a comprehensive treatment seldom 
emerges. The result is that we multiply partial studies, the 
consideration of special facets, and the analysis of hypo- 
thetical models: but we do not increase correspondingly 
the efforts to face up responsibly to complicated problems. 
marshalling the specialized resources of the social sciences 
for the task. | am firmly convinced that. until research bu- 
reaus can organize teams of specialists to deal realistically 
and responsibly with problems from the world of affairs. 
they will not acquire the status or influence that they should 
have in society. 

In these remarks I may seem to some to be unduly criti- 
cal. Let me try to be more constructive, by reviewing some 
of the types of research that deserve development and by 
indicating some of the opportunities that lie ahead. 

The expanding need for research for the guidance of 
action arises from the growth and complexity of modern 
life. The operating institutions of business and government 
have enormously expanded their scale of operations. The 
considerations that must be taken into account in the ad- 
ministration of those institutions have greatly multiplied. 
Meanwhile, administration has become more conscious. 
more deliberate, and more rational, and it therefore re- 
quires far more information organized to enlighten execu- 
tives regarding the major choices they must make. There 
are growing opportunities for research in bringing this 
knowledge into focus on issues that await decision. Several 
types of problems may be mentioned as representing those 
which require research. 

First are the informational problems. An executive may 
need to know the features of existing pension plans and the 
volume of coverage. or the trends in various classes of 
construction, or the relation of expansion in one industry 
to that in another. This sort of factual study economists 
have handled fairly well, although they often exhibit too 
much reluctance to gather and compile empirical evidence 
from the field. As a result, much needs to be done to improve 
our methods of gathering information from field studies 
and much needs to be done to establish confidence and good 
relations with those who supply information. 

Another type of research problem involves the interpre- 
tation of available evidence. The official wants to know the 
meaning and implications of a new international treaty, or 
of the drop in farm income, or of the revival of trade with 
the Orient. Here the economist can make important contri- 
butions to understanding: and yet this field is left too 
largely to the journalists and commentators. A difficulty 
exists because some social scientists shy away from inter- 
pretation on the ground that it requires the exercise of 
value judgments. Certainly it involves the use of judgment 
and special knowledge, and few social scientists are notably 
expert as interpreters. Indeed, one often wonders whether 
the nature of interpretation is understood. It is more than 
description, and more than explanation: it is also an indi- 
cation of the potential consequences of a situation or event. 
The interpretation of the atomic bomb is to be seen in the 
potential consequences of its use, not in history of its origin. 
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The executive also has problems of projection. He often 
needs to know how a projected growth in population. or 
rise in prices, or increase in production may affect his in- 
dustry situation. He wants to have some projected models 
worked out in order to see how the future may look. These 
projections are not predictions of things to come, but are 
experimental models that help officials to check their anti- 
cipations. We are likely to see a considerable expansion of 
this type of research because of the effects of rapid popula- 
tion growth, shifts in industry. prospects of resource deple- 
tion, and other changes in our economic landmarks. Much 
more needs to be done to develop methods for making use- 
ful projections. and economists and statisticians have op- 
portunities to contribute useful work if they move in on 
this field. 

Finally. since I must limit these examples. I come to the 
policy problem, or more broadly the problem of decision. 
There are several steps in the analysis of such a problem. 
First is the clarification of the problem and a delineation of 
the issues which must be decided. Here it is important that 
the problem be stated as it is. and not in a revised. partial. 
or academic version. Although the man of affairs may not 
be very adept at defining his problem and clarifying the 
issues, the social scientist has not surpassed him in this task. 

Next is the creative task of discovering promising alter- 
native ways of meeting the problem. Here too the practical 
sense of the man of affairs may be helpful, but the scholar 
from a wider knowledge may suggest worthwhile alterna- 
tives for consideration. 

The third step is to analyze each major alternative in 
order to specify the probable consequences. Here the social 
scientist is inclined to protest that this necessitates predic- 
tion, which is out of his line. Actually it involves the delinea- 
tion of probable and possible conditions in the future and 
the clarification of consequences under these assumed situ- 
ations. Prediction is required. but it is prediction under 
specified siuations and not prediction with all economic 
deuces wild. 

Before the alternatives can be appraised there is need 
to clarify the objectives and conditions that afford a basis 
for choice. This is perhaps the most neglected aspect of 
problem research. The economist can do far more than he 
has tried to do thus far in specifying immediate objectives 
that are compatible with the ultimate goals of the firm, the 
industry, or society generally. The economist has much to 
offer on the clarification of criteria by which a final choice 
of alternatives may be made. He has, however, avoided the 
study of goals as a normative task: but much of the task is 
that of specifying whether or not immediate goals are effec- 
tive means to more ultimate ends and whether or not they 
are compatible with other goals which are simultaneously 
sought. 

The last step in such research is the appraisal of alterna- 
tives in accordance with specified criteria for choice. If 
the researcher makes a recommendation, he owes it to his 
readers to reveal the basis for his choice. By such candor the 
profession may in some measure protect itself against arbi- 
trary or biased choice and provide full disclosure to those 
who use its research. 

The second proposition, that there are major opportuni- 
ties for important contributions to both knowledge and ac- 
tion. | can dispose of briefly. 

If one chooses emerging problems from the real world as 
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his starting point and sets out to do whatever research is 
necessary in order to deal with them in an informed way, 
one will uncover numerous deficiences in existing data. 
concepts, and theory. Original research intended to clarify 
or refine concepts, to construct valid theory, to gather and 
refine data will immediately be found essential. There is no 
reason why investigations of this sort may not lead to so- 
called fundamental discoveries as readily as research that 
is not problem oriented. In fact the focus on real problems 
could well lead to more significant advances in fundamental 
theory than are now obtained in the wholly random attack 
represented by lone-wolf research with each wolf following 
his own interest. 

Other important contributions may be expected from a 
problem approach. On the one hand, this would force us to 
develop methods and a body of theory that are useful and 
valid for dealing with important operating problems. This 
would entail much deeper study of operating practices to 
see what methods yield which results. On the other hand, it 
would force us to develop methods for bringing specialists 
into cooperation in a unified effort, through which special- 
ized knowledge might be effectively pooled on a common 
problem—a pooling which has rarely been successfully 
achieved except in organized research. While | favor gen- 
erous support for the lone-wolf worker with an idea, I be- 
lieve we are deceiving ourselves about the universal pro- 
ductivity of this sort of research. | have come more and 
more to believe that. for many research problems, organ- 
ized efforts are enormously more fruitful. By organized 
efforts | do not mean exclusively group research. | mean 
managed research, in which someone assigns parts of the 
whole to various specialists and makes sure that the parts 
are finally brought together and that consideration is given 
to the problem which initiated the studies. The times re- 
quire this sort of research, and it is high time we learned 
how to organize it and how to conduct it to obtain the best 
results. 

Finally, | turn to my last proposition that research bu- 
reaus have vital opportunities to become training centers 
for research and adjuncts to graduate training in business 
and economics. This opportunity arises out of a combina- 
tion of needs which justify the undertaking of these train- 
ing functions. 

In addition to the needs of industry, government, and 
the general public for useful research on important eco- 
nomic problems requiring decision, there are a host of 
difficulties facing departments of economics and schools of 
business which the development of this research would help 
to resolve. One of the major complaints against graduate 
training has been the failure to give worthwhile research ex- 
perience under the guidance of competent scholars. With 
the research bureau lies the opportunity to provide research 
apprenticeships to a substantial number of graduate stu- 
dents. 

A second major problem has been the financing of grad- 
uate students. Fellowships are too few in number and too 
small in stipend. Research bureaus using graduate students 
as research assistants could not only furnish apprenticeship 
training but could likewise assist in the financing of gradu- 
ate study. 

The complaint is heard that faculty salaries are too low 
and that professors are leaving the campus more and more 
for casual employment which will afford additional income. 
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A thriving research program would create opportunities to 
supplement teaching salaries with compensation for re- 
search. Some modification in compensation policies might 
be required, but surely research offers an important means 
of adding to the slender budgets of schools and depart- 
ments. 

There is the additional complaint that research is im- 
peded because funds are not available. It would be more 
accurate to state that funds are not available for the tvpes 
of research which are proposed. But there is ample indica- 
tion that very substantial research funds can be obtained 
for research which undertakes to serve a useful purpose— 
including funds for so-called fundamental research, so long 
as it holds promise of contributing knowledge of some pos- 
sible importance. 

A further source of discontent arises over the failure of 
scholars working individually to pool their efforts or to 
work cooperatively when a number of specialists are 
needed. The academic faculties lean toward individual re- 
search, while the world cries increasingly for responsible 
joint efforts. An organized university resarch bureau should 
be able to design cooperative research activities and bring 
together the necessary specialists to deal with them. This. 
as I have previously stated, appears to be the most promis- 
ing way of integrating the work of the specialists, and it 
does not mean the end of fundamental research or indi- 
vidual effort. 

{ make the foregoing comments and suggestions in part 
because of responses I have had from groups in industry 
and government seeking research services. On many occa- 
sions I have suggested that they interest one of the univer- 
sity bureaus in undertaking particular projects. The an- 
swer too often has been that such bureaus do not have the 
national reputation to command confidence. It is further 
added that they do piecemeal research, but seldom face up 
to the practical issues involved in the problems of industry 
and government. It is also said that these bureaus are often 
not equipped to obtain and organize the team of people 
necessary for a thorough job. Too frequently they engage 
the faculty talent readily available instead of hiring the 
best talent to be had. 

I do not anticipate that bureaus of business and eco- 
nomic research can immediately move in to fill the gap: 
but it seems clear that they are missing the opportunity of 
a lifetime if they do not move into this field actively over 
the next few years. It seems to me clear that no graduate 
department of standing in economics or business can af- 
ford to operate without the benefits which a research bu- 
reau would offer—financial opportunities for faculty and 
students, research oppotrunities for faculty and training 
opportunities for students, opportunities to develop effec- 
tive cooperation between specialists. If universities do not 
take advantage of these opportunities, there will be a con- 
tinuation of recent trends to build up organizations for 
problem research outside of the universities and to widen 
the gap between the types of training provided by univer- 
sities and the training requirements for research in off- 
campus institutions. 

I hope that you, as representatives of the bureaus of 
business and economic research will actively promote 
closer cooperation with the teaching activities of your in- 
stitutions and actively seek to develop the opportunities 
which are offered to you. 
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Planned Industrial Districts 
Help Solve Urban Problems 


By ARTHUR E. WARNER 
Assistant Professor of Real Estate, Michigan State University 

Anyone who lives in an industrial city must sometimes 
observe with little pride -the scattering of its industries. 
Here and there he sees a major plant laid out in neat, apple- 
pie fashion and surrounded by landscaping—a real asset 
to community appearance. Sometimes small plants too are 
attractive. But these are the rarer sights of our industrial 
scene. Predominant are the hodge podges of plants, all 
shapes and sizes, that like Topsy just “growed” wherever 
they might. 

The drawbacks of such disorded locations of plants and 
warehouses are not merely aesthetic. Very practical difh- 
culties arise for these plants with respect to accessibilty to 
workers, trucks or railroads, site costs, lack of utilities and 
services, remoteness from related industries. and in other 
ways. Real-estate values generally are depressed, and what 
should have blossomed as a good residential or commercial 
area may be permanently blighted. 

In recent years a superior concept in planning for indus- 
try location has been flourishing in many places, the “or- 
ganized industrial district.” The U. S. Department of Com- 
merce has published an excellent report on this subject 
which defines such a district as “a tract of land which is 
subdivided and developed according to a comprehensive 
plan for the use of a community of industries, with streets. 
rail lead tracks and utilities installed before sites are sold 
to prospective occupants.”' Land within the district may 
be leased or sold to businesses, more commonly the latter. 

Ordinarily a firm wishing to build a plant must search 
for some available property zoned for its type of industry 
and then install all the utilities and get rail and highway 
connections and other requirements. A very big plant al- 
ways must do this. Where an organized industrial district 
exists, however, smaller plants merely build on a plot with- 
in the district and find all these things already provided. 
There are industrial properties that are in varying degree 
thus prepared for plants to be built, but an increasing num- 
ber are completely ready in the fullest sense of an organized 
district. 

As an example of a large organized industrial district. 
consider the Central Manufacturing District in Chicago. 
One of the first such districts. it was organized in 1905 with 
an original tract of 260 acres. Today it comprises over 850 
acres containing the plants of some 300 companies. It is 
operated by a common-law trust, and its trustees have 
broad powers over the disposition of the land in the district 
and the types of industries located in it. This privately 
owned district not only has its own heat, light, and sprinkler 
protection services, but also a bank, club facilities, its own 
freight station, and a modern public warehouse. The district 
may also finance the land and buildings of companies locat- 
ing in it. 

Most such districts are initiated by a railroad, by a com- 
munity group. or by real-estate firms. The big Trinity 
district in Dallas, Texas was the joint effort of three rail- 
roads seeking to develop on-line industries. Covering 1,200 


1 Organized Industrial Districts, by T. K. Pasma, U. S. Depart- 
ment of Commerce, 1954. 
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acres, like the Central District it is thoroughly planned and 
closely restricted in regard to types of industries and build- 
ings permitted. The smaller Airlawn District in Dallas was 
founded through the joint efforts of the property owner, an 
industrial realtor, and a railroad that lacked its own land 
for industrial development. The Department of Commerce 
study previously mentioned states that, while most districts 
are rigorously planned. about half lack the services and 
facilities found in an area like Central or Trinity. Usually 
they are smaller. too. of from 70 to 250 acres. 

Let us pause and consider a fundamental question. 
“Why do we have cities at all?” In answering this question 
we may find some foundation for attacking the problem of 
establishing industrial districts. 

To begin with, cities are a product of civilization and 
have grown in response to the desires of man to protect 
himself and his property. to satisfy his cultural and re- 
ligious appetites, and to elevate his standard of living. 

In order to satisfy these desires. certain things must be 
possible. First. there must be an agricultural surplus in 
order to free some members of society to collect together 
in cities and to specialize in nonagricultural activities. 
Next, there must be transportation and communication 
available to permit interchange of things and ideas between 
the city and the rural dwellers. As knowledge increases and 
is interchanged, a higher level of all kinds of activity is 
possible, and, as more food and fibre can be produced by 
fewer people, additional persons are freed to join the ranks 
of city dwellers. Meanwhile advances in knowledge make 
possible more specialization of effort in nonagricultural 
products and services. So the persons freed from agricul- 
tural pursuits are needed in the cities. 

Such a rationalization broadly describes civilization’s 
advance, but shows nothing with respect to individual per- 
sons or individual cities. What happens to each city is of 
special interest here. How can one city expand while an- 
other is declining? What differences are there among cities 
that cause some to attract and others to repel new citizens ? 

To the thoughtful person an answer is readily apparent. 
People will be attracted to any city when the opportunities 
to gain a livelihood are better than in other cities. In our 
modern society this ability to provide opportuities for em- 
ployment to prospective inhabitants is referred to as the 
“economic base” of the city. The economic base is asso- 
ciated with advantages which stem from factors such as 
location with respect to raw materials, markets, and trans- 
portation media: proximity to power and water: favorable 
climatic conditions: and other special factors. 

Of all the activities with economic significance, industrial 
pursuits usually provide employment and income to more 
people than do any of the other activities. Although some 
cities have thriven with little industrial activity, they have 
been the exception. Today few cities can hope to experience 
significant future growth without some industrial basis. 
Hence, our concern with industrial districts and their con- 
tribution to city growth. 

The foregoing suggests that a city is a complex of activi- 
ties which are mixed together somehow into a pattern of 
land uses. A city must provide space for residences, recrea- 
tion, culture, and religion, in addition to its economic base. 
One very important measure of the efficiency of a city in 
providing for all these demands is lack of friction between 
these users of the city’s space. 
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Land is reserved for streets and alleys, parks and play- 
grounds, and for residential, religious, and commercial 
use. In some cities land is set aside for industrial uses too, 
but more often industrial uses are left to scramble catch-as- 
catch-can for land that is not desired for other purposes.” 
Industrial uses, indeed, have long held a reputation, in most 
cities, of running down the area in which they are located, 
giving off obnoxious odors and noise, causing congestion, 
and rearing ugly structures. 

The organized industrial district is certainly one excel- 
lent answer for the city that is objectively thinking about 
its problems of maintaining a dynamic economic base. 

In addition to needing greater land area, industries re- 
quire that location be in areas that permit greatest ease of 
carrying out the specific manufacturing process, or, con- 
versely, in areas with the least posible friction with all other 
city land users. Such needs include access to transporta- 
tion (rail, truck, and. increasingly, air); adequate water 
supply and sewage disposal: adequate and reasonable 
pollution controls; room for expansion; and assurance 
that other uses will not be permitted to encroach. 

Industrial requirements for space indicate that develop- 
ment of organized industrial districts is an excellent way 
to provide these needs. But it is not enough simply to or- 
ganize a district. The district must be created in the proper 
location with respect to all other city land uses and at the 
same time meet all of the requirements of industry. Simul- 
taneous solution of these two complex equations is the real 
challenge.—Business Topics, M.S.U., Mar. 1956. 





CURRENT BUSINESS TRENDS IN OREGON 


Business Failures. Dun and Bradstreet’s series showing com- 
mercial failures is frequently considered an indicator of business 
health. Figures for Oregon are given below: 

1955 1956 
Liabilities Vumber 
160.000 13 
76,000 7 


Liabilities 
$ 421,000 


Number 
Jan. 8 $ 
Feb. 2 r 
Mar. 8 157,000 13 
Apr. 13 259,000 
May 368,000 
June 310,000 
July 236,000 
Aug. 257,000 
Sept. .009 ,000 
Oct. 13 319,000 
Nov. 14 559,000 
Dec. 15 436,000 


Life-Insurance Sales. During February 1956 sales of ordinary 
life insurance in Oregon (excluding industrial life insurance, group 
and wholesale sales under new contract, renewals, dividend addi- 
tions, etc.) were 26.9 per cent ($5,284,000) higher than in January 
1956 and 20 per cent higher than in February 1955. The national 
figures showed a 5.8 per cent increase in comparison with January 
1956 and an 18 per cent increase in comparison with February 1955. 


Multnomah County Real-Estate Transactions. During 
March 1956 there were 1,073 real-estate sales amounting to $11,824,- 
154 in Multnomah County. Of these 761 involved residences, the 
sales price of which was $7,998,130; 246 were vacant properties, 
$1,392,498: and 66 were business properties, $2,433,526. Additional 
figures are: 

Mar. 1956 Feb. 1956 
Number of sales 1,073 925 
Value of sales $11,824,154 $9.170,.980 
Number of mortgages 951 783 1.263 
Amount loaned $ 7,909,909 $6,784,062 $10,769,592 
Number of sheriff's deeds | | 2 
Amount of sherifi’s deeds $23,341 $26,516 $10,293 
$10,510 $10,481 $9,602 


Var. 1955 
1,100 
$10,424,568 


Average residential selling price 





2 See Dorothy A. Muncy, “Land for Industry—A Neglected Prob- 
lem,” Harvard Business Review, Mar.-Apr. 1954, for a discussion of 
this problem. 





CURRENT BUSINESS TRENDS IN OREGON 


Employment. The number of nonagricultural workers in Ore- 
gon increased 0.9 per cent (4,000) between mid-February and mid- 
March 1956. The largest increases were in contract construction 
(1,300) and retail trade (1,000). There were no sizeable decreases. 
The total for March was 11.100 above the same month a year ago. 
More detailed data supplied by the Oregon State Unemployment 
Compensation Commission follows: 


Var. 1956 
000 


Feh. 1956 
70.100 


Var. 1955 


Lumber & wood produc ts 74.900 


Index of Man Hours in Manufacturing. One of the best indi- 
cators showing changes in manufacturing activity is the man hours of 
industrial production workers. These figures apply only to personne] 
engaged in direct manufacturing activities; sales, office, and general 
administrative employees are excluded. The index is derived by the 
Bureau of Business Research from data supplied by the Oregon Un- 
employment Compensation Commission. The most recent reading 
covers the month of February 1956. (No adjustment for seasonal 
variation has been made. 1951==100.) 


Food & kindred products 


3.500 13.800 13,100 


Other manufacturing 100 15,200 12.100 


1955 
Jan. 84.9 
Feb. 85.0 
Mar. 84. 
Apr. 85.: 
May 92. 
102. 


1956 
$4.1 
84.2 


1955 
102.8 
114.0 
104.1 

99.6 

91.3 

88.0 


July 

Aug. 
Sept. 
Oct. 
Nov. 
Dew. 


Total 
Contract construction 
Retail trade 
Government 
Other 


manufacturing 129.600 129.1400 130.100 


20.700 
900 
5,500 
100 


19.400 
77.900 
74.800 
148,600 


19.1400 
76.300 
73.100 
144.100 


nonmanufacturing June 


Total 
Total 


500 
.100 


320.700 
150.100 


312,900 
443.000 


nonmanufacturing 


Department-Store Sales. The only retail sales indicator for 
Oregon is the sales of department stores in Portland, which are com- 
piled by the Federal Reserve Bank of San Francisco. The percentage 
change in dollar sales volume for periods ending April 7, 1956, as 
compared to corresponding periods a year ago for Portland and 
other Pacific Coast cities. are shown below: 


nonagricultural employment 


Lumber. Production of lumber in the Douglas-fir area of the 
Pacific Northwest declined contraseasonally during March 1956. 
Orders picked up from their low in February, but did not quite 
reach the level of March 1955. The figures below were supplied by 
the West Coast Lumbermen’s Association and are in thousands of 
feet, board measure: 


Four u eeks 
Ending Apr. 7 


Week Ending 


Apr. i 


Calendar Year 
Ending Apr. 7 
War. 1956 
174.615 
197 360 
798,317 
1.020.383 


Feb. 1956 
178.826 
175.931 
745.884 

1.068.027 


War. 1955 
198.196 
198.903 
795.525 


1,034,928 


— — 


~18 - - 


»” 


Portland 


» 
— 
2 
> 


Los Angeles 
San Francisco-Oakland 
Seattle 9 


United States —15 


weekly production 
Average weekly 


Unfilled orders, 


Lumber inventory. 


\verage 
orders 

end of month 
end of month 


BANK DEBITS 


Bank debits represent the dollar value ot checks drawn avainst the deposit accounts of individuals and business firms. Bank debits are regarded a> cood indicators ‘ 
current business activity, although their value for this purpose may be impaired by the inclusion of large checks arising out of transfers of funds for the purchase of certair 
types of capital assets that do not constitute “business activity.”” The Bureau of Business Research collects bank debits from 151 banks and branches monthly. 

Mar. 1956 
Compared with 
Feh. 1956 Mar. 1955 

+12.5 + 3.7 
940,704,334 +14.8 + 2.5 
100,968,668 + 9.0 + 8.8 
135,239,281 + 9.0 + 6.6 

23,564,705 + 9.3 
13,386,537 + 6.2 
55,972,238 + 9.2 
26,113,817 + 6.9 
2,919,000 - 2.3 
940.762 + 8.6 
820,115 +-18.6 
116,467 + 6.9 
728,307 +144 


Number of 
Debits 
War. 1955 


$1.439,504,229 


Debits 
Feb. 1956 
$1.326,269,759 
840,357 .802 
100,841,027 
132,217,150 
20.797 667 
14,666,668 
54,968,216 
23,126,455 
23,175,022 
22 029.003 
26.613,.227 
21,124,123 
16.353 .099 


Dehits 
Var. 1956 


145 $1,192 .696,.672 


Portland (Portland, Hillsboro, Oregon City, ete.) i] 964.359.1484 
Lower Willamette Vallev (Salem, MeMinnville, ete.) 20 109,888,388 
Upper Willamette Valley (Albany, Corvallis, Eugene, ete.) 2] 144,125,696 
North Oregon Coast ( Astoria, Tillamook, etc.) ri 22,721 570 
Douglas. Coos, Curry counties 17,419,964 
Southern Oregon ( Ashland, Medford, Grants Pass) 60,020 097 
Upper Columbia River (The Dalles, Hood River, ete.) 24,720,835 
Pendleton area 22 638.612 
Central Oregon (Bend, Prineville, Hood River, ete.) 23,925,710 
Klamath Falls, 31,569,111 
Baker, La Grande area 22,589,683 
Ontario, Nvssa 18.717 .524 


hanks 
Marketing Districts Reporting 


( Jregon 


~) 
wi ty 


tome 


~ bm wg 


Lakeview area 


mm To 


Burns, 


BUILDING PERMITS 


Building permits give an indication of building operations planned rather than actual construction under way. Care must be taken in interpreting these data to allow for 


the lag which may elapse between the issuance of the permit and the beginning of actual construction. The data have been collected by the Bureau of Business Research. 


{dditions, 


Albany 

Baker 

Bend 

Coos Bay 

Corvallis 

Eugene 

Grants Pass 
Klamath Falls 
McMinnville 
Medford 

North Bend 
Pendleton 
Portland 

Roseburg 
Springfield 

The Dalles 

Lane County 
Multnomah County 
Wasco County 

35 other communities 


Totals 


3 


Neu 
Residential 
War. 1956 
50,000 
24,820 
66.500 
62,450 
100,000 
141,575 
55.000 
112.000 
22,000 
186,000 
61,186 
175,680 
.375,050 
64,000 
165,350 
90 972 
634,050 
2,330,125 
35,800 
705,280 


$6,160,838 


Vew Non- 
residential 
Var. 1956 
10,000 
11,160 
3,100 
5,230 
184,122 
5,800 
000 
9,000 
2,600 
2.615 
3,200 
A 

BB5 

150 

200 
3,895 
676 
7,550 
53,541 
1,395,171 


$2,866,342 


{lterations 


& Repairs 
Var. 1956 
Ss 18.800 
5,987 
7,900 

200 


3 ALS 


3.130 
490 
5.700 
833 
33,800 
718 
295 
BS 
2.936 
ATS 


050 


£3.060.617 


< 


7 atals 


Var. 1956 


78.800 
11.967 
107.500 
108,880 
287 547 
207 375 
65,130 
537,490 
30,500 
285.448 
101.186 
209.845 
.268,190 
88.735 
197,486 
115.342 
834.776 
2.543.925 
89.341 
2.388.564 


2 387 827 


T otals 
Fel. 1956 
S 91.600 
18,930 
15,575 
12.7 
147.890 
587,438 
381,140 
81,150 
630,050 
294,527 
26,586 
69,250 
2,412,030 
141,168 
90.455 
61,956 
150,185 
2.407.050 
13,600 
877.673 


$8,814,293 


Totals 
Mar. 1955 
$s 122,100 
32,200 
124,153 
89,195 
200,195 
177.725 
105,485 
66.300 
284.400 
278,390 
67.759 
39,767 
1,562,215 
631,785 
76,710 
14,288 
937.755 
2,187,100 
18,308 
1,048,138 


$11,724,028 
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